Production and prices in latter part of 1949 by anonymous
FEDERAL RESERVE BULLETIN
VOLUME 36 January 1950 NUMBER 1
PRODUCTION AND PRICES IN LATTER PART OF 1949
Moderate recession in economic activity
and prices in the United States during the
first half of 1949 was followed in the second
half by some recovery in activity and little
change in prices. In other countries produc-
tion generally increased further and prices
showed diverse movements. In most countries
the year as a whole—the fourth full year since
the end of the war—was characterized by
levels of output and prices which were high
in relation to those of most other periods
and by a more selective demand and price
situation than had prevailed earlier.
At the end of 1949 levels of activity in the
United States were very high in comparison
with prewar levels—in the aggregate and per
capita—and fairly high in terms of peacetime
utilization of available resources. They were
generally below the peaks reached in 1948
when inventories were being accumulated at
a rapid rate, when deferred demands—es-
pecially for producers equipment—were be-
ing met in larger volume, and when export
demand was stronger. The gross national
product in the fourth quarter of 1949 was
estimated to be at an annual rate of 256 bil-
lion dollars, 5 per cent below the peak
reached in the final quarter of 1948. The
number employed, including about 1.5 mil-
lion in the armed forces, was 60 million,
which was only moderately below the level
of a year ago and more than one-third above
the 1935-39 level. Population was up one-
sixth from the prewar level, and the labor
force somewhat more. The number unem-
ployed at the end of 1949 was about 3.5
million.
In manufacturing and mining, where
much of the recession in activity occurred,
production in December was estimated to be
177 per cent of the 1935-39 average. This was
18 points below the high of 195 in October-
November 1948 and 12 points above the
average of 165 in June-July 1949. Produc-
tion of textiles and most other nondurable
goods was back close to previous peak levels.
Output of machinery remained at the re-
duced levels reached last summer, roughly
one-fifth below the 1948 peak. Reflecting
in part active demand for steel to replenish
stocks depleted during the strike in October
and early November, steel mills at the year-
end were operating at 95 per cent of capacity,
as compared with 71 per cent in July and a
high of 103 per cent in March. Changes in
output of these and other industrial prod-
ucts reflected primarily fluctuations in busi-
ness buying which were only in part related
to changes in consumer demand. The gen-
eral leveling off of consumer demand for
goods in the latter part of 1948, however,
following a long period of rise, tended to
discourage business commitments. In 1949
consumer incomes receded only moderately,
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and consumer takings of goods were largely
maintained, contributing to the reversal of
the decline in production.
Changes in commodity prices were more
limited in the second half of 1949 than earlier
in the year. Industrial materials, which had
declined sharply in the first half, advanced
in the third quarter, when business demand
strengthened and available supplies were re-
stricted as a result of production curtailments
earlier in the year. In the fourth quarter
price movements for these materials were
varied, partly because of the devaluation of
many foreign currencies beginning Septem-
ber 18. Also, there were extended work
stoppages in the steel and coal industries
which resulted in reductions in supplies.
Toward the end of the year domestic prices
for most steel items were raised. Finished
goods prices generally showed little change
during the second half of the year. The de-
cline in prices of farm products, which
had been under way since early in 1948, con-
tinued as supplies of livestock products be-
came more plentiful and crop production was
again very large. Prices of foods showed
some decline.
In the labor market advances in pay
throughout 1949 were much less marked
than in earlier postwar years. Increasingly
contract settlements called for introduction,
or upward adjustment, of pensions and
other welfare benefits. In manufacturing,
average hourly earnings showed no rise dur-
ing the year. On the railroads, average
hourly earnings advanced as a result of a
new contract which provided also for a
marked shortening of the work week. There
were increases in pay rates of Federal, State,
and local governments.
In markets for real estate and securities
changes were diverse in the second half of
1949. Farm land values continued down-
ward from the November 1948 peak, re-
flecting declines in farm income. Values
of urban properties apparently were rather
stable; the moderate decline in residential
property values under way a year earlier was
at least slowed down by a very strong demand
for housing, which was reflected also in a
marked expansion in residential building late
in the spring at the very time that the reces-
sion in industrial activity and prices was most
pronounced. Common stock prices advanced
substantially in the second half of the year.
Corporate profits increased somewhat from
the second to the third quarter, following a
marked decline from the exceptionally high
level reached in 1948.
The general course of economic activity
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NOTE.-—Income, Department of Commerce; employment, Bu-
reau of Labor Statistics and Federal Reserve; stock prices,
Standard and Poor's Corporation (416 shares); wholesale prices,
Bureau of Labor Statistics. These series and industrial pro-
duction index converted to 1947 base by Federal Reserve.
Latest month shown for income and employment is November;
for other series, December.
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and prices in the economy since the begin-
ning of 1946 is indicated broadly by selected
indexes shown in the chart.
PRODUCTION READJUSTMENTS
Total production of goods and services
in the United States showed the first sub-
stantial decline of the postwar period in the
first half of 1949. This decline, however,
was almost entirely limited to activity at
factories and mines and on the railroads
and during the second half of the year
was followed by some recovery. Over-
all output for the year was only moderately
below the 1948 total. Industrial production,
as measured by the Board's index, averaged
176 per cent of the 1935-39 level as compared
with 192 in 1948. Agricultural production
was only slightly below the record 1948 vol-
ume. The number of new dwelling units
started exceeded 1948 by about 10 per cent
and the volume of public construction ac-
tivity was one-fourth larger; only building
for private business purposes was reduced.
Output of electric power and other utility
services exceeded the records of any previous
year, as did also airline and truck transporta-
tion. Total transportation activity declined
about 9 per cent in 1949, as a 16 per cent
reduction in rail traffic was offset in part
by the increases in other forms of trans-
portation.
Reduction in the volume of industrial out-
put and the related drop in rail freight traffic
during the first half of 1949 reflected chiefly
two major developments. One of these was
a moderate reduction in business inventories,
which was in sharp contrast to the rapid ac-
cumulation in the latter part of 1948 and re-
sulted in a marked decline in the current
flow of goods. The other was a substantial
reduction in output of machinery and other
producers equipment, which had been at a
very high rate. Less important factors in
the decline in activity included a reduction
in consumer purchases of household equip-
ment and, from October 1948 to early 1949>
a much greater than seasonal reduction in
the volume of residential building. To some
extent developments for a time were cumu-
lative, as reduced demand led to lower prices,
and as declining output and prices led to some
decline in income and hence in demand.
The upturn in industrial output after mid-
year reflected the marked revival of business
buying following liquidation of inventories
which had occurred in a number of lines,
chiefly in the nondurable goods industries; a
revival of consumer demand for furniture
and other household equipment; the strength
of demand for building materials, which ac-
companied a resurgence of demand for new
housing (at lower prices and on easier financ-
ing terms) and the continued strong demand
for public construction; and the continued
very large demand for new automobiles (at
somewhat lower prices net of trade-in allow-
ances and on somewhat easier financing
terms). These and various other factors of
strength tended to reverse the downward
movement in production and also to prevent
further declines in commodity prices.
The advance in industrial production dur-
ing the last half of 1949 was fairly general.
In some industries, such as the food and to-
bacco industries, output showed little change,
as had been the case during the earlier period
of weakness in the general situation. At the
year-end automobile production was tempo-
rarily curtailed, owing to model change-overs
and steel shortages. Minerals output contin-
ued at a reduced level. Changes in industrial
production from the June-July average and
also from December 1948 are shown in more
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detail in the table. On page 6 there is a
chart showing monthly production of se-
lected materials during this period.
INDUSTRIAL PRODUCTION
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1 Seasonally adjusted figures same as unadjusted.
2 Includes also alcoholic beverages, not shown separately.
NOTE,—December 1949 figures are largely estimated.
CHANGES IN OUTPUT OF DURABLE GOODS
Durable goods production showed a
moderate recovery during the third quarter
of 1949—from a midyear low about 18 per
cent below the peak of late 1948. Subse-
quently such production was curtailed by an
extended work stoppage in the steel industry
beginning October 1. After the middle of
November, however, steel production rose
sharply. In December, despite continuing
steel shortages and reduced activity in the
automobile industry, durable goods output
was estimated to be at about the September
rate and 6 per cent above the midyear level.
After the middle of the year increases were
widespread among industries producing con-
sumer durable goods and building materials
and equipment. In most of these lines earlier
sharp curtailments had reduced output in
June and July to levels considerably below the
rate of consumer takings. Consequently,
with stocks reduced, a marked strengthening
of demand for these products resulted in ad-
vances in production which in some lines
were fairly rapid. Thus, output of furniture,
many household appliances, and copper prod-
ucts (mainly for construction uses) by Sep-
tember and October was close to earlier high
levels reached in 1948. As a result of the steel
strike, output of some consumer appliances
and metal building items was reduced some-
what in November but subsequently it ad-
vanced again. Lumber production increased
after July but remained below the 1948 level
until November and December, as shown in
the chart on page 6. Cement production
was above the 1948 level throughout most of
1949 but was curtailed somewhat in the latter
part of the year.
Consumer demand for new passenger
automobiles had been largely maintained
throughout the period beginning in late
1948 when consumers' interest in most other
durable goods had weakened. Automobile
sales expanded during the summer of 1949
and production rose to a new high in the
third quarter. In the fourth quarter assem-
blies were considerably curtailed by wide-
spread model change-overs, as well as by
shortages of steel, but despite these tem-
porary curtailments passenger car production
for the year reached a new record total of 5.1
million vehicles. This total exceeded 1948
production by 31 per cent, and the earlier
record annual output in 1929 by 12 per cent.
Output in industries making producers ma-
chinery and transportation equipment, which
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had declined considerably in the first half of
1949, showed some stability in the third
quarter and then declined again. The over-
all decrease after mid-1949 was much less
than the reduction that occurred earlier.
During the last half of the year output of
equipment for utilities and for oil and gas
drilling and pipe lines, as well as of equip-
ment for use in service and commercial activi-
ties, was maintained at close to earlier peak
levels, while production of heavy trucks, rail-
road cars, most types of industrial machinery,
farm machinery, and ships continued to de-
cline. Activity in the aircraft industry ex-
panded further in 1949 as a result of the in-
creasing volume of output of military air-
craft.
Fluctuations in steel. Steel production
fluctuated widely in 1949 reflecting changes
in production in steel consuming lines,
changes in steel stocks, mainly at the point of
consumption, and the prolonged strike in the
steel industry. Changes in steel production
since 1946 are shown monthly in the chart
on page 6. The course of shipments of steel-
mill products to consumers is shown quar-
terly in the left panel of the chart below,
with shipments in 1947 taken as 100. In-
dexes for indicated consumption of steel
products by industries taking about two-
thirds of all steel shipped directly (not via
jobbers or dealers) to domestic consumers,
or exported, are shown quarterly in the right
panel of the same chart. Grand total ship-
ments moved in much the same way as total
direct shipments to the four industries shown
separately, although differences of some im-
portance developed in 1949, mainly because
exports increased and shipments to the con-
struction industry were maintained.
Throughout 1947 and 1948 activity in
steel consuming industries on the whole was
steady. From the beginning of 1947 to the
autumn of 1948 shipments of steel products
to consuming industries expanded somewhat,
making possible partial replenishment of
stocks, which had been at a very low leveL
During the fourth quarter of 1948 and also
in the first quarter of 1949, steel shipments
were at a substantially higher level and were
about 10 to 15 per cent larger in relation to
indicated consumption than in 1947. Stocks
accumulated. During this period of ex-
panded steel shipments and stock accumula-
SHIPMENTS AND CONSUMPTION OF STEEL PRODUCTS
BY MAJOR MANUFACTURING INDUSTRIES
SHIPMENTS INDICATED CONSUMPTION
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NOTE.—-Shipments were estimated from American Iron and
Steel Institute data on distribution of steel products, regrouped
to correspond with Federal Reserve production indexes shown
here as "indicated consumption." The production indexes are
those regularly used in the Federal Reserve index of industrial
production, except that the index for "iron and steel fabricat-
ing" was specially compiled to represent industries producing
containers, heating equipment, hardware, etc. in the 1939 Census
classification for "iron and steel and their products, except
machinery" exclusive of steel works, rolling mills, and iron
foundries. "Railroad equipment" includes only cars and loco-
motives. Indicated consumption for the 4 groups was com-
bined into total with 1947 steel shipment weights. For various
reasons, including the rough nature of allowances for changes
in output per reported man-hour, indicated consumption figures
are only approximations, but tney seem accurate enough for
this analysis. Fourth quarter 1949 shipments are shown only
for the grand total and were estimated to decline as much as
output of ingots.
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tion, there were marked declines in unfilled
orders held by steel consuming industries,
and in the first quarter of 1949 over-all ac-
tivity in these industries was reduced. The
decline in indicated consumption continued
in the second quarter.
As a result mainly of these developments,
steel ingot production decreased from 103
per cent of capacity in March to 82 per cent
in June. For the second quarter as a whole,
however, the reduction in output and ship-
ments of steel was not much greater than the
decline indicated in consumption. Steel
stocks increased further, with consumers con-
tent to have large stocks on hand in case
the threatened steel strike occurred.
During the third quarter of 1949 over-all
activity in steel consuming lines was main-
tained at the second quarter level, as auto-
mobile production increased to a new high
level and consumption in some other lines
declined further. Direct shipments of steel
to the automobile industry during this quar-
ter accounted for one-fourth of all direct
shipments of steel, domestic and export. Al-
though total steel shipments in the third
quarter were below those for the second quar-
ter, apparently steel stocks were maintained
at a high level until the strike began on
October 1.
With steel ingot production curtailed to 11
per cent of capacity in October and early
November and not regaining high levels un-
til the end of November, the existing large
stocks of steel were reduced sharply. Steel
consumers placed orders in heavy volume,
partly as a result of some improvement in
orders for their products, partly because
stocks had been drawn down below custo-
mary levels, and partly because there was a
possibility of price advances following the
strike settlement. Ingot production in De-
cember, at 95 per cent of capacity, appeared
to be substantially above the current rate of
steel consumption, and stocks were again
being replenished.
CHANGES IN OUTPUT OF NONDURABLE GOODS
Production of nondurable manufactures in-
creased considerably during the third quarter
of 1949 and in the fourth quarter was close
to the former peak level reached in 1948.
Most of this increase, as well as the earlier
decline in output of these goods, reflected
sharp fluctuations in output of textiles and
paper, due in large part to changes in stocks
of these products. Moreover, fluctuations in
textile and paper production accounted for
part of the changes in output of chemical
products, directly in the case of rayon yarn
and staple fiber and indirectly for many in-
dustrial chemicals used in manufacturing
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NOTE.—Federal Reserve indexes converted to a 1947 base.
Indexes for textiles and cement shown here were calculated
with new preliminary revised seasonal adjustment factors. Sea-
sonally adjusted indexes for coal, fuel oil, and steel are the
same as unadjusted. Steel ingots produced at electric furnaces
are assigned a greater weight than other ingots in the Federal
Reserve steel index and as a result the index shows more fluc-
tuation than a series for total tonnage. Latest figures, for
December, are estimated.
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textile and paper products. Petroleum re-
fining activity was at a somewhat reduced
level throughout the year as a fairly marked
decline in fuel oil output, also reflecting ex-
cessive stocks, was offset only in part by a rise
in gasoline production. Output of manu-
factured foods and tobacco products con-
tinued to show little change in 1949. News-
print consumption rose to a new high in
the latter part of 1949 as a result of increased
advertising, and output of rubber products
also advanced.
Textiles. By June output at textile mills
had been reduced by about one-fourth from
the general level of recent years, as shown
in the chart on page 6. Mill consumption
of both apparel wool and cotton had fallen
to prewar levels; rayon consumption had
also been reduced sharply but was still
double the 1935-39 average. The pronounced
curtailments in textile mill activity followed
an extended period of accumulation of yarns
and fabrics and also of finished products
made from these materials — largely ap-
parel—held by consuming industries, dis-
tributors, and individual consumers. The
value of stocks held by apparel manufacturers
and wholesalers increased steadily until the
autumn of 1948, as shown in the accompany-
ing chart, although wholesale prices of tex-
tiles began to decline in the spring of that
year. Retail stocks of apparel were also at
an advanced level in the second half of 1948.
During the first half of 1949, when busi-
ness buying and output of textiles were
sharply curtailed, the value of retail apparel
sales declined only about as much as retail
prices, as is also indicated in the chart. As a
result, stocks were reduced, and business
buying of textiles increased sharply in the
third quarter. At that time, however, there
was some slackening of retail apparel sales
and, with the marked recovery in output of
textiles and apparel, some increase in busi-
ness inventories of these products occurred.
The slackened rate of retail apparel sales
reflected in part temporary influences^ such
as unseasonable weather and curtailed in-
comes in steel producing areas. It also ap-
parently reflected a diversion of consumer
spending to durable goods. Retail sales of
textile house-furnishings and sales of indus-
trial fabrics were in relatively large volume
in the latter part of the year.
Fuel oil and coal production. In contrast
to the marked shortages in the previous heat-
ing season, stocks of fuel oil were maintained
at advanced levels during the mild 1948-49
winter. While output was curtailed from the
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NOTE.—Retail apparel price index compiled by Bureau of
Labor Statistics was adjusted by Federal Reserve to exclude
dry cleaning and laundry service rates and converted to a 1947
base. Measurement of prices was especially difficult in the
early postwar period; it may be that before removal of maxi-
mum price controls in late 1946 actual prices relative to 1947
prices were higher than the index. Indexes for value of retail
sales and stocks were derived from Department of Commerce
estimates for apparel stores and Federal Reserve data for
apparel at department stores—the latter adjusted for seasonal
variation by Federal Reserve. Stocks held by manufacturers
and wholesalers were derived from Department of Commerce
estimates for apparel and related products including footwear.
Latest figures shown are for November, and, except for prices,
are estimated.
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seasonal peak reached in January, as shown
in the chart on page 6, stocks of fuel oil
remained high in 1949. Diversion from coal
to oil continued on the railroads and else-
where, but total demand for fuel oil and
other petroleum products proved to be below
the advanced levels reached by refining ac-
tivity and crude oil output at the end of 1948.
Following successive cutbacks in crude pro-
duction from 5.7 million barrels per day at
the end of 1948 to 4.7 million in July, State
production quotas were raised and produc-
tion advanced to 5.1 million in November;
new cuts were imposed in December, how-
ever, and output was reduced to a rate of 4.9
million.
Changes in bituminous coal production
were far more pronounced owing to work
stoppages in March and June, the introduc-
tion of a three-day work week in early July,
another work stoppage from mid-September
to early November, and the re-establishment
of the three-day week in December. These
measures checked the accumulation of coal
stocks and in the last half of the year resulted
in a reduction in stocks.
FOREIGN TRADE
One factor limiting declines in industrial
production during the first half of 1949 was
an expanded volume of exports under the
Economic Recovery Program. During the
second half of the year exports declined sub-
stantially reflecting reduced shipments both
to ERP countries and to other areas.
In the third quarter exports averaged about
885 million dollars a month as compared with
an average of 1,100 million during the first
half of the year and 970 million in the third
quarter of 1948. In October and November
exports averaged 835 million, declining partly
as a result of the steel strike. These reductions
reflected for the most part decreases in physi-
cal volume as declines in prices of export com-
modities were generally moderate. To a con-
siderable extent the decline in exports re-
sulted from additional foreign government
measures to reduce dollar shortages by in-
creasing restrictions on imports of Ameri-
can goods. Devaluation of foreign curren-
cies in the autumn improved the competitive
position of other countries abroad as well as
in United States markets. Increased pro-
duction abroad also led to reduced demands
for United States exports.
Exports of nonagricultural products, which
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NOTE.—Data for about 85 per cent of total exports of domes-
tic merchandise reported by Department of Commerce and re-
grouped by Federal Reserve. Locomotives were shifted from
"machinery" to "other transportation equipment." Merchant
vessels sold as war surplus accounted for most of the larger
volume of "other transportation equipment" in 1947 and first
half of 1948. Included in these data is the value of grains
and other foods shipped by the Army to civilians in occupied
territories, estimated for 1946 by the Department of Agricul-
ture. All figures exclude exports to United States armed forces
abroad. October 1949 data are indicated by dots.
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a month in the first half of 1949, declined
about one-fifth by the autumn. All major
classes of manufactured products shared in
the decline, as shown in the chart. The most
important decreases occurred in industrial
machinery, coal, and automobiles and parts.
In October exports of metal products were
reduced, largely as a result of the steel strike.
Agricultural exports, which in physical
volume had been at a new postwar peak dur-
ing the first half of 1949, declined consider-
ably in the late summer, with about one-half
of the decline reflecting a sharp seasonal drop
in cotton exports. In October cotton exports
increased while shipments of most other
agricultural commodities declined further.
Value of total agricultural exports and of
agricultural exports exclusive of cotton in
October was nearly one-fourth below the
high rate of the first half of the year, reflect-
ing mainly reductions in wheat and flour.
Value of United States merchandise im-
ports, which reached a low point of 455 mil-
lion dollars in July, subsequently increased
to 560 million in October and 595 million in
November, largely as a result of the sharp
reversal in domestic business buying during
the third quarter. During the first half of
the year American purchases abroad had
been curtailed in an effort to reduce inven-
tories, partly in anticipation of a devaluation
of foreign currencies. Most classes of im-
ports expanded after July, and preliminary
information indicates a further growth in
the physical volume of foreign goods pur-
chased for later delivery, especially of those
items which were more favorably priced as
a result of currency devaluations.
PRICE DEVELOPMENTS
Average levels of wholesale and retail
prices were fairly stable during the second
half of 1949 following the earlier general
decline in commodity prices from the post-
war peak reached in August 1948. In De-
cember 1949 wholesale prices of many do-
mestically produced industrial materials were
above the levels reached in June, reflecting
increased business demand. Increased de-
mand also contributed to higher prices for
some finished products, but in general con-
tinued strong competitive influences in these
markets resulted in little change in prices.
Prices of domestic agricultural commodities^
on the other hand, decreased as supplies ex-
panded further in the latter part of 1949.
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NOTE.—Derived from midmonth figures reported by the Bureau
of Labor Statistics. Consumers' price data for Dec. 15, 1949, esti-
mated by Federal Reserve.
Prices of imported materials showed di-
verse changes, varying from sharp increases
for coffee and cocoa to marked declines for
tin and fine grades of wool. One of the im-
portant developments following foreign cur-
rency devaluations was that increases in prices
of international raw materials in the curren-
cies of the devaluing countries were on the
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whole larger than declines in dollar prices of
these commodities. Dollar prices of some fin-
ished goods were reduced by the full extent
of the devaluation.
In retail markets in the United States de-
creases in prices of meats and eggs during
the fourth quarter of the year reduced the
average level of food costs moderately. Re-
tail prices of other consumer goods showed
small mixed changes, average costs of public
transportation and rental rates continued to
rise slightly, and the average of all con-
sumers' prices declined only slightly.
Industrial materials. From June to mid-
September prices of industrial materials,
such as alcohol, textile gray goods, copper,
and steel scrap, generally rose as manufac-
turers' demands showed a marked expansion
following inventory liquidation and sharp
price declines for these materials. In addi-
tion, business demand for manufactured
metal products also rose during the summer,
partly because of the reduced level of dis-
tributors' stocks and because of the prospect
of work stoppages in the steel industry. Dur-
ing this period also consumer purchases of
automobiles and other durable goods in-
creased or were maintained at high levels.
In the fourth quarter price changes for
materials became more selective. Stocks of
lumber and other building materials were
reduced further and small advances occurred
in prices of some of these materials. As a
result of the extended steel strike, stocks of
steel were sharply reduced and in December
domestic prices of steel products were raised
by a reported average figure of 4 per cent.
Prices of pig iron were not raised and prices
of steel scrap and nonferrous metals were re-
duced moderately, following a marked recov-
ery in the third quarter and some further
increase at the time of the steel settlement.
These declines apparently reflected a less
urgent deferred demand for metals than had
been anticipated earlier, the sharp recovery
in domestic metal production, a further im-
provement in foreign supplies, and the offer-
ing of lower-priced foreign metal in United
States markets. In mid-December prices of
steel scrap were still 30 per cent higher than
in June, while lead was back down to its
June level and tin was 25 per cent lower.
Following marked increases during the
third quarter, prices of cotton and rayon gray
goods leveled off. Supplies were replenished
during the autumn by the sharp expansion in
textile-mill output, while retail sales of ap-
parel were in somewhat reduced volume.
Foreign currency devaluations contributed to
reduced dollar prices for foreign apparel wool
materials, staple fiber, and numerous finished
textile products.
Fuel prices were generally stable in the
fourth quarter. The effect of the low level
of coal output was limited in this period by
the availability of large fuel stocks, increased
output of fuel oil, temporary reduction in
fuel consumption in the steel industry and
on the railroads, and mild winter weather.
In December fuel oil prices were moder-
ately above the seasonal low points reached
at midyear, while refinery prices for gasoline
were somewhat below the levels prevailing
in the previous two years.
Prices of chemicals and allied products de-
clined during the fourth quarter, although
some rayon yarn prices were raised in Decem-
ber. Prices of oils and fats were reduced to
midyear levels, following sharp advances in
some items in July and August when end-of-
season stocks were relatively small and a Fed-
eral support program for cottonseed was an-
nounced at above existing levels. Prices of
these industrial materials were particularly
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affected by near-record crop production and
by larger marketings of livestock, which in-
creased supplies of fats.
Domestic agricultural commodities. The
general easing effect of the expansion in agri-
cultural supplies, especially livestock prod-
ucts, was apparent in the continued decline
in average prices of farm products and do-
mestically produced foods. More generally
than in 1948, Federal support operations
limited price decreases for these commodities.
In mid-December average wholesale prices of
farm products were 9 per cent lower than in
June and wholesale food prices were down
about 4 per cent, with part of the difference
in decline accounted for by sharp advances
in wholesale prices of coffee and cocoa, pro-
duced abroad.
Wholesale prices of livestock, meats, and
poultry products were 10 to 15 per cent lower
in December than in June, owing mainly to
a marked seasonal expansion in marketings
of hogs and eggs in October and November.
Prices of hogs declined about one-fourth to
levels close to Federal supports. These sup-
ports are scheduled to rise seasonally by 15
per cent from December 1949 to March
1950. The lower level of hog prices during
the fourth quarter partly reflected increased
stocks of lard and other fats and oils, which
had accumulated despite a record volume of
exports in 1949, made possible largely by Fed-
eral grants. Prices of the better grades of
cattle in December were above midyear levels
and close to all-time peaks, while prices of
other cattle were lower than in June.
Egg production in October and November
was 9 per cent above year-ago levels and
wholesale egg prices decreased sharply in the
fourth quarter; in mid-December they were
one-third lower than a year ago. Earlier in
1949 Federal support purchases had main-
tained egg prices at levels close to those of
the previous year. On December 21 it was
announced that the price support level for
eggs in 1950 would be one-fifth lower than
the 1949 support level. Wholesale prices of
manufactured dairy products were main-
tained at Federal support levels and average
prices of these products and of fluid milk
showed a less than seasonal increase during
the second half of 1949. These prices in De-
cember were about 10 per cent below a year
earlier, with milk production about 4 per
cent larger. Support levels for dairy prod-
ucts in 1950 will be similar to those in 1949.
Stocks of manufactured dairy products were
close to peacetime record levels, with a large
proportion of the total held by the Govern-
ment.
Prices of crops generally declined during
the second half of 1949 and in December
averaged 8 per cent lower than at midyear.
Prices of most supported crops remained
around Federal loan levels, which were some-
what lower than in the previous season.
Corn, however, continued to sell at a con-
siderable discount. Corn crop prospects for
this season were reduced by 5 per cent from
August to December but a record corn sup-
ply, including a heavy carryover, was still in-
dicated. The supply of all feed concentrates
was estimated to be 5 per cent larger than
last year's record volume. A cotton harvest
of 16 million bales was estimated on the basis
of December 1 conditions. This figure was
8 per cent larger than the forecast in August
and larger by the same percentage than the
1948 crop. It was evident that supplies of
major crops in 1950 would be influenced in
part by Federal efforts to reduce production,
and that ample supplies of feedstuffs would
tend to encourage further expansion in sup-
plies of livestock products.
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Imports. Prices of imported goods were
under unusually divergent influences during
the second half of 1949. The reversal in do-
mestic business demand, which earlier in the
year had exerted a downward pressure on
prices of imported materials, contributed to
some recovery in prices of these materials
from June to mid-September. Also, Euro-
pean demand for raw materials was main-
tained at a high level.
Beginning on September 18 the British
pound and many other foreign currencies
were devalued in terms of the dollar, with
varying effects on dollar prices of United
States imports, depending on differences in
commodity situations as well as on the extent
of devaluation. About 27 per cent of United
States merchandise imports in 1948 had been
from sterling-area countries which devalued
their currencies by three-tenths. About 3 per
cent had come from Germany, France, and
French dependencies which devalued by
about two-tenths. An additional 26 per cent
of total imports had been from countries,
mainly Canada, which devalued by about
one-tenth. The remaining 44 per cent had
been from countries that did not devalue
their currencies during this period.
Other influences on prices of imports dur-
ing the second half of the year included actual
and prospective changes in output and stocks
of particular commodities. This was strik-
ingly illustrated by a rise of 75 per cent in the
price of coffee on indications of crop damage
in Brazil.
Following devaluation of foreign cur-
rencies, dollar prices of affected imports gen-
erally declined. Most decreases for materials
were much less than the extent of devalua-
tion. Dollar prices of some manufactures,
like textile and leather products, were re-
duced by about the full amount; various
other products, such as automobiles, china,
and wine, declined substantially but in gen-
eral by less than the extent of devaluation.
Prices of some manufactured items in limited
supply, like newsprint and Scotch whiskey,
were maintained.
Dollar prices of other affected imports that
were in relatively short world supply de-
clined initially but then increased during the
fourth quarter. Among these commodities
prices of burlap, cocoa, and carpet wool were
above predevaluafion levels in December,
while rubber, fine grades of wool, and tea
were still below predevaluation levels. Prices
of tin and lead, for which supplies were large,
declined further, by one-fifth. Dollar prices
of eight leading primary commodities im-
ported from the sterling area, weighted by
their United States 1948 import values, in
December were 6 per cent lower than in mid-
September and about the same as in June.
In markets outside the United States where
the manufactures of devaluing countries had
been generally more competitive with United
States products than they had been in the
United States, there were marked shifts in
price relationships. Prior to devaluation, for
example, the retail price in Montreal, Canada,
of a low-priced passenger car produced by an
American company was $1,993, while a dif-
ferent low-priced car of British manufacture
was $2,075. Subsequent to the Canadian de-
valuation of 9 per cent, the retail price of
the American car was raised by 10 per cent
to $2,186, while the price of the British car
was reduced by 14 per cent to $1,775. Price
relationships before devaluation varied from
one market to another, however, and the im-
portance of changes in these relationships
varied widely, depending not only on the
extent of devaluation but also on other ele-
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ments such as the promptness of delivery
offered, exclusive features of products, and
customary trade relationships.
By December the impact of foreign cur-
rency devaluations on the domestic price level
was relatively moderate, although domestic
prices in such cases as lead and tin had been
considerably reduced, contributing to de-
clines in prices of some manufactures. Offer-
ings of foreign steel at prices below those in
this country were not of sufficient amount to
prevent an advance in steel prices after settle-
ment of the steel strike; export prices of
domestic steel products, however, were re-
duced. Also, in December actual arrivals
of lower-priced imports were still in rela-
tively small volume both in domestic mar-
kets and in the markets for United States
goods in foreign countries. The impact
of changed currency values in the period
ahead will hinge on such factors as the ac-
ceptability of imported goods to domestic
consumers, changes in United States import
restrictions, the volume of foreign supplies
of goods, and changes in costs and prices
and, also, in demand in foreign countries.
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